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"TWENTY  FOUR  BILLION" 


Explanation  of  table  allocating  to  family  income  groups 
their  estimated  share  of  the  cost  of  war  for  the 
Fiscal  Year  ending  Ju  ne  jo,  IQIQ 

Introductory  Note 

As  Bankers  Trust  Company's  contribution  to  the- success  of  the  Third  Liberty  Loan,  a  pamphlet  was 
issued  entitled  "What  Is  My  Share  of  the  Cost  of  the  War."  The  leading  feature  of  this  pamphlet  was  a 
table  in  which  the  endeavor  was  made  to  equitably  apportion  to  family  income  groups  their  share  of  the 
Government's  capital  requirements  for  a  year,  based  upon  an  estimated  total  of  $  15,000,000,000.  There 
had  not  existed  up  to  that  time  any  apportionment  of  the  national  income  by  family  groups  such  as  this 
table  attempted,  except  the  studies  made  by  Professor  Wilford  I.  King  and  published  in  his  book, "The  Wealth 
and  Income  of  the  People  of  the  United  States."  These  studies,  based  upon  conditions  as  they  existed  in 
1910,  were  found  to  be  merely  suggestive,  but  in  this  way  were  quite  helpful.  The  preliminary  report  of  the 
Commissioner  of  Internal  Revenue  on  the  income  tax  returns  for  1916  was  also  found  helpful  as  a  basis  for 
the  calculations. 

The  pamphlet  met  with  instant  success  and,  it  is  believed,  was  not  only  instrumental  in  securing  many 
subscriptions  to  the  Third  Liberty  Loan,  but  also  was  particularly  helpful  in  stimulating  subscribers  to  make 
much  larger  subscriptions  than  they  otherwise  would  have  made.  In  view  of  the  evident  usefulness  of  the 
publication,  it  was  determined  to  recalculate  the  table,  as  it  appears  on  the  opposite  page,  and  adopt  it  as  the 
main  feature  of  a  new  pamphlet  to  be  issued  by  the  company  for  the  purpose  of  aiding  in  the  success  of  the 
Fourth  Liberty  Loan.  This  pamphlet  has  been  published  under  the  title  "Twenty-Four  Billion."  The 
statements  made  therein  should  be  carefully  considered  in  connection  with  this  memorandum. 

For  the  information  of  students  and  others  interested  in  knowing  the  basis  upon  which  the  table 
was  constructed,  the  following  memorandum  has  been  prepared: 

National  Income 

The  conclusions  of  all  responsible  authorities  have  been  carefully  reviewed.  Studies  made  by  Professor 
David  Friday  are  found  to  be  the  most  elaborate  and  conclusive  presentations  which  have  come  to  our  atten- 
tion. His  conclusion  is  that  1918-19  national  income  will  be  between  60  and  70  billion  dollars.  Our  analysis 
of  the  distribution  of  national  income  in  relation  to  family  income  groups  indicates  that  the  aggregate  income 
realized  will  probably  be  nearer  the  lower  figure;  we  accept  60  billions  as  the  national  income  for  the  1918-19 
fiscal  year. 

INCOME  OF  FAMILIES 

The  number  of  families  in  specific  income  groups  is  determined  as  explained  in  Schedule  A.  The  aggre- 
gate income  of  families  for  the  1918-19  fiscal  year,  Schedule  C,  is  estimated  at  $52,850,000,000. 

CORPORATE  INCOME 

Net  corporate  income  for  the  fiscal  year  1918-19  is  estimated  at  $7,150,000,000.  This  substantially 
accords  with  report  of  the  Ways  and  Means  Committee  of  the  House  of  Representatives  (Report  767, 
H.  R.  Bill  12863)  which  accepts — corporate  income  $10,000,000,000,  less  dividends,  $3,000,000,000,  leaving 
$7,000,000,000  as  the  estimated  net  corporate  income. 


■  Requ7R.ee>  Contribution  from  Families 
The  Government  requires  in  the  1918-19  fiscal  year  $24,000,000,000 

Taxation  will  supply — The  bill  now  pending  in  the  Senate,  which  passed  the  House  on  Sep- 
tember 3  (H.  R.  12863),  is  estimated  by  the  Ways  and  Means  Committee  (House 
Report  767)  to  produce  revenue  as  follows: 

Individual  income  tax,  normal  and  surtax  $1,482,186,000 

Corporations 

Income  tax   $894,000,000 

Excess  profits  and  war  profits  taxes  .     .     .       3,200,000,000  4,094,000,000 

Indirect,  Excise  and  Special  Taxes   2,606,306,000 

Add 

Customs,  Excess  postage  and  other  income — Schedule  E  .     .     .  893,694,000  9,076,186,000 

Balance  to  be  provided  by  bonds  $14,923,814,000 

The  Corporations  can  be  expected  to  buy  bonds  say*   1,906,000,000 

  $13,017,814,000 

*In  addition  to  Si, 000,000,000  bonds  which  it  is  expected  the  corporations  will  be  able  to  buy  from  net  earnings, 
it  is  considered  possible  that  they  may  make  temporary  investment  in  Liberty  Bonds  to  the  extent  of  Si, 000, 000, 000 
out  of  funds  reserved  to  provide  for  depreciation  and  obsolescence,  the  expenditure  for  which  can  be  made  more 
economically  and  advantageously  when  costs  have  come  down  somewhat  nearer  normal. 

Bond  purchases  of  families  must  be  limited  by  their  ability  to  contribute.  Careful  com- 
putations indicate  maximum  amount  purchasable  by  families  of   7,860,583,000 

The  remainder  must  of  necessity  be  carried  by  the  banks  $  5,157,231,000 


Recapitulating  the  above,  we  have 

Contributable  by  Taxes  Bond  Purchase 

Families  and  Individuals   $1,482,186,000  $7,860,583,000 

Corporations   4,094,000,000  1,906,000,000 

Indirect  taxes,  Customs,  etc.,  say      ....  3,500,000,000 

Banks,  say   5,157,231,000 

Total  $9,076,186,000  $14,923,814,000 

^Included  in  Corporations'  taxes. 


Total 

$  9,342,769,000 
6,000,000,000 

3,500,000,000 

5,157,231,000 

$24,000,000,000 


Required  Percentage  Contribution  of  Families  at  Various  Income  Ranges 

Our  problem  resolves  itself  to  an  equitable  distribution  of  the  necessary  contribution  from  families  to 
war  finances,  among  families  in  the  various  income  ranges.  We  have  23,500,000  families  with  estimated 
aggregate  income  of  $52,850,000,000. 

We  sampled  originally  to  distribute  $9,500,000,000  of  the  burden  among  families  in  the  stated  income 
groups.  Our  figure  (above  stated)  of  $9,342,769,000  to  be  contributed  by  families  is  as  near  an  approach  as 
we  could  make  to  this  figure  and  preserve  an  equitable  distribution  between  groups. 

The  process,  which  is  somewhat  involved,  will  be  made  understandable  by  reference  to  Chart  I  on  the 
page  following.  This  is  a  ratio  chart;  the  area  representing  each  successive  $1,000  is  reduced  one-tenth, 
making  it  possible  to  represent  the  full  range  of  incomes  from  $1,000  to  $10,000,000  on  one  chart. 

On  the  left  of  the  ratio  chart  is  a  logarithmic  scale,  reversed.  Note  that  the  velocity  of  increase  in 
percentages  is  from  100  per  cent,  downward. 

We  accept  90  per  cent,  as  the  maximum  percentage  for  the  highest  income  range  and  indicate  that 
point  on  the  chart.  The  high  income  ranges  must  contribute  to  the  fullest  degree  consistent  with  avoidance 
of  economic  disturbance.  We  accept  a  contribution  of  65  per  cent,  from  the  $100,000  group  of  incomes 
as  the  heaviest  possible  requirement  from  them.  The  straight  line  drawn  between  these  points  makes  it 
possible  to  determine  by  reading  against  the  scale  the  required  contribution  from  intermediate  groups. 
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forking  Chart  from  which  Percentages  of  Specified  Family  Incomes  Contributable  to  Taxes 
and  Liberty  Bonds  were  Estimated  by  Applying  the  Inverted  Logarithmic  Scale  to  the  Curve 


STATISTICAL  OfPARTHENT 
BANKERS   TSUtT    CO.    N.  Y. 


CHART  I 


Note  here  that  this  line  indicates  a  velocity  of  decrease  in  the  percentage  contribution  required  of  each 
income  range.  Note  that  the  use  of  a  logarithmic  scale,  inverted,  accomplishes  a  cumulative  reduction 
in  the  amount  required  to  be  contributed  from  each  $1,000  of  income  as  the  family  income  lessens. 

We  know  that  the  substantial  proportion  of  the  aggregate  income  of  the  entire  number  of  families  allo- 
cates to  the  lower  family  groups.  There  is  a  greater  volume  of  dollars  to  draw  from  in  the  lower  groups,  but 
the  velocity  of  decrease  in  percentage  required  must  be  diminished  to  compensate  for  the  increasing  utility 
value  of  each  dollar  to  families  as  income  ranges  lower.  This  requires  a  gradual  curve  downward  in  the  line 
from  the  $100,000  income  lower.  We  exact  a  contribution  of  11  per  cent,  from  the  lowest  income  group. 
This  is  the  minimum  percentage  contribution  which  will  realize  the  total  amount  required  from  families;  we 
believe  it  to  be  as  substantial  a  contribution  as  can  be  expected  from  the  group,  but  not  beyond  the  financial 
ability  of  the  average  family  in  the  group,  if  intelligent  retrenchment  in  expenditure  is  practiced.  Care  has 
been  used  to  avoid  any  irregularities  in  the  curved  line.  Reading  the  line  against  the  scale  gives  us  the  per- 
centage contribution  required  from  income  ranges  up  to  $ico,ooo. 

If  we  translate  the  same  percentages  on  a  ratio  chart,  against  an  arithmetic  instead  of  a  logarithmic 
scale,  results  as  shown  below  in  Chart  II  are  obtained. 

As  a  public  presentation,  Chart  III,  on  the  page  following,  probably  will  be  most  understandable. 
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Schedule  A 

NUMBER  OF  FAMILIES  IN  SPECIFIC  INCOME  GROUPS 

Estimated  population  (census  figures)  August,  1918  106,012,000 

Number  of  families  (taking  the  census  calculation  of  4.5  persons  to  a  family)  23,558,200 

We  accept  the  round  figure  of  ■  23,500,000 

INCOMES   OF  $3,000  AND  UPWARD 

Analysis  of  income  tax  returns  for  the  1917  year,  according  to  recent  advices,  indicates 

The  returns  of  incomes  of  $3,000  and  over  thus  far  number  698,481  as  against  437,036  last  year. 
Some  tests  that  we  have  made  indicate  that  the  number  of  incomes  between  $3,000  and  $4,000  has 
increased  by  120%;  between  $4,000  and  $5,000,  100%;  $5,000  to  $10,000,  40%;  over  $10,000,  20%. 

The  following  table  shows  a  graduated  increase  in  number  of  families  in  each  income  group  over  the 
1916  actual  tax  returns,  these  increases  approximating  closely  the  percentage  increases  indicated  as  the 
result  of  samplings  as  above: 
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700,000 

The  total  number  of  returns  is  accepted  at  the  round  figure  of  700,000.  We  have  added  50,000  incomes 
to  this  group  in  accordance  with  Schedule  B,  bringing  the  total  number  of  families  to  750,000. 


INCOMES  $2,000  TO  $3,000 

We  are  advised  as  follows  regarding  1917  income  tax  returns  in  this  group: 

"Thus  far  there  have  been  reported  2,349,637  incomes  of  less  than  $3,000." 

These  represent  returns  of  single  individuals  with  incomes  of  $1,000  to  $3,000,  and  married  individuals 
with  incomes  of  $2,000  to  $3,000.  We  have  arbitrarily  assumed  that  approximately  one-half  the  returns 
in  the  class  were  made  by  married  and  one-half  by  single  individuals.  We  accept  1,175,000  as  the  number 
of  married  men  reporting  incomes  between  $2,000  and  $3,000.  We  add  to  this  amount  200,000  incomes 
within  this  range  in  accordance  with  Schedule  B.    The  accepted  total  number  of  family  incomes  between 


$2,000  and  $3,000  is  therefore  1,375,000. 

INCOMES  UNDER  $2,000 

We  find  above — 

Incomes  over  $3,000   750,000 

Incomes  between  $2,000  and  $3,000  1,375,000 

2,125,000 


The  remainder  up  to  23,350,000  families  represents  incomes  of  from  $1,000  to  $2,000.    The  number  of 


families  in  that  range  is  therefore  accepted  at  21,375,000. 

RECAPITULATION  : 

Number  of  families,  incomes  $1,000  to  $2,000   21,375,000 

Number  of  families,  incomes    2,000  to   3,000   1,375,000 

Number  of  families,  incomes    3,000  and  over   750,000 


23,500,000 

Schedule  B 

INCOMES  EXEMPT  UNDER  IQl6  LAW 
The  incomes  of  a  large  number  of  families  were  not  reported  for  taxation  in  1916,  being  exempt  therefrom 
by  the  following  provision  of  the  1916  law: 

Excerpt  from  igi6  Law. — "Sec.  4.  The  following  income  shall  be  exempt  from  the  provisions  of 
this  title  .  .  .  The  compensation  of  the  present  President  of  the  United  States  during  the  term 
for  which  he  has  been  elected  and  the  judges  of  the  supreme  and  inferior  courts  of  the  United  States  now 
in  office,  and  the  compensation  of  all  officers  and  employes  of  a  State,  or  any  political  sub-division 
thereof,  except  when  such  compensation  is  paid  by  the  United  States  Government." 

We  can  roughly  approximate  the  number  of  such  non-reported  incomes  by  considering  the  following 


1910  census  figures: 

Public  Service  (not  elsewhere  classified) 

Guards,  watchmen,  and  doorkeepers   78,271 

Laborers  (public  service)   67,234 

Officials  and  Inspectors  (city  and  county)   52,254 

Officials  and  Inspectors  (State  and  U.  S.)   52,926 

Policemen    61,980 

Soldiers,  sailors  and  marines   .    (not  counted) 

All  others  in  this  division   69,473 

382,138 

Teachers   599,237 

98l,37S 


Under  the  items  "Laborers  (public  service)"  and  "Officials  and  Inspectors  (State  and  U.  S.)"  are 
included  some  whose  incomes  are  paid  by  the  United  States  Government,  and  among  the  599,237  teachers 
listed  must  be  many  in  private  institutions  not  paid  by  a  civic  subdivision.  On  the  other  hand,  judges 
and  justices  are  not  included  in  the  tabulation. 

It  will  probably  be  fair  to  include  in  the  list  of  incomes  from  the  above  group 

200,000  incomes  between  $1,000  and  $2,000 
200,000  incomes  between    2,000  and  3,000 
50,000  incomes  between    3,000  and  4,000 


0 


Schedule  C 


DISTRIBUTION  OF  INCOME  AMONG  FAMILY  GROUPS 

The  number  of  families  is  as  determined  in  Schedule  A.  The  average  income  of  all  family  groups  of 
$6,000  and  over  is  the  same  as  the  average  income  reported  by  such  groups  for  taxation  in  1916.  The  in- 
come groups  under  $6,000  average  income  have  been  adjusted  in  accordance  with  Schedule  D,  as  follows: 


Adjustment 
Average     {see  Schedule  D)  Total 


$1,000  — 

$2,000 

$1,500 

#400 

$1,900 

2,000  — 

3,000 

2,500 

300 

2,800 

3,000  — 

4,000 

3>5°° 

300 

3,800 

4,000  — 

5,000 

4,500 

200 

4700 

5,000  — 

6,000 

5>5°o 

200 

5,700 

with  these  adjustments  we  have: 


Number  of 

l  otal 

Family  Income 

Average 

t  a m uies 

Income  of 

Group 

Income 

in  Kjroup 

r  amities 

$  1 ,000  — 

$2,000 

$1,900 

21,375,000 

$40,615,063,500 

2,001  — 

3 ,000 

2,800 

1,375,000 

3,850,000,000 

3,001  - 

4,000 

3,800 

246,950 

938>454>°°° 

4,001  — 

5 ,000 

4,700 

144,050 

677'°35>000 

5,001  - 

6,000 

5,700 

75  >44° 

430,008,000 

6,001  — 

7,000 

6,500 

51,780 

336,57°>°00 

7,001  - 

8,000 

7,500 

37>°21 

277,657,500 

0,OOI   

9,000 

0,500 

26,945 

229,03  2,500 

9,OOI   

10,000 

9,500 

20,340 

193,230,000 

IO,OOI   

15,000 

1 2,500 

57,080 

713,500,000 

I5,OOI   

20,000 

17,500 

27,699 

484,732,500 

20,001   

25,000 

22,500 

i5>54° 

349,650,000 

25,OOI   

30,000 

27,500 

9>5§3 

263,587,000 

30,001  " 

40,000 

35,000 

11,880 

415,800,000 

40,OOI  " 

50,000 

45,000 

6,565 

295,425,000 

50,OOI  - 

60,000 

55,000 

4,200 

23 1 ,000,000 

60,001   

70,000 

65,000 

2,930 

190,450,000 

70,001   

80,000 

75,000 

2,030 

152,250,000 

80,001   

90,000 

85,000 

1,600 

136,000,000 

90,001   

100,000 

95,000 

1,200 

1 14,000,000 

IOO,OOI   

150,000 

123,000 

3,190 

392,370,000 

150,001   

200,000 

174,000 

1,400 

243,600,000 

200,001   

250,000 

225,000 

780 

175,500,000 

250,001   

300,000 

277,000 

450 

124,650,000 

300,001   

400,000 

345,000 

490 

169,050,000 

400,001   

500,000 

448,000 

250 

1 1 2,000,000 

500,001   

1 ,000,000 

683,000 

39o 

266,370,000 

1,000,001   

1,500,000 

1,106,000 

100 

110,600,000 

1,500,001   

2,000,000 

1,701,000 

45 

76,545,000 

2,000,001   

3,000,000 

2,459,000 

35 

86,005,000 

3,000,001   

4,000,000 

3,459,000 

15 

51,885,000 

4,000,001   

5,000,000 

4,514,000 

10 

45,140,000 

5,000,000  anc 

1  over 

10,284,000 

10 

102,840,000 

23,500,000 

$52,850,000,000 
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Schedule  D 

INCOME  EARNED  BY  INDIVIDUALS  NOT  HEADS  OF  FAMILIES  BUT  IN  A  FAMILY  GROUP 


The  table  deals  with  family  income.    There  are  many  million  individuals  who  are  not  family  heads  but 
who  contribute  toward  the  family  income.    When  a  family  has  more  than  one  income  producer,  the  family 
income  for  purposes  of  bond  purchase  should  of  course  represent  all  income  from  all  sources. 
Therefore  we  calculate  roughly  the  earnings  of  young  men  and  of  all  women  employed: 

Men  between  18  and  21  (Congressional  Record,  Aug.  24,  191 8,  p.  10293)   3,000,000 

Women  engaged  in  gainful  occupations  (1910  Census) 

Ages  16  to  20   1,847,600 

Ages  20  to  45   4,302,969 

Ages  45  and  over   1,288,117  7,438,686 

To  which  add  estimated  increase   1,000,000 

1 1,438,686 

And  assume  a  present  annual  earning  capacity  of  $700  $8,007,000,000 

Add,  also, 

1,175,000*  reported  incomes  of  single  individuals  at  $1,800  annually  2,115,000,000 

$10,122,000,000 

We  allocate  part  of  this  additional  income  to — 

21,375,000  families  $i,ooo-$2,ooo  income,  add  $400  per  family  $8,550,000,000 

1,375,000  2,000-  3,000  "     300   "    412,500,000 

246,950  3,000-  4,000  "     300   "    74,085,000 

144,050  4,000-  5,000  "     200   "   ■.  28,810,000 

75,440  5,000-  6,000  "     200   "    15,088,000 


$9,080,483,000 


*A  recent  letter  regarding  1017  income  tax  returns  states:  "Thus  far  there  have  been  reported  2,349.637  incomes  of  less  than  S3. 000.  These  paid 
on  the  average  $16  in  income  taxss."  We  have  assumed  one-half  of  these  returns  to  be  of  married  and  one-half  of  single  individuals.  A  tax  of  S16  for 
the  unmarried  individual  indicates  an  Si. 800  reported  income. 


I  I 


Schedule  E 


indirect  war  and  miscellaneous  revenue 

Excise,  License  and  Sundry  Other  Taxes* 

Estate  Tax   #110,000,000 

Transportation   164,550,000 

Telegraph  and  Telephone   16,000,000 

Insurance   12,000,000 

Admissions   100,000,000 

Club  Dues   9,000,000 

Excise  Taxes                                                                               .  518,305,000 

Beverages   1,137,600,000 

Stamp  Taxes   32,000,000 

Tobacco   339,704,000 

Paper  and  Tubes   1,500,000 

Special  Taxes   165,647,000 

Total   #2,606,306,000 

fCusTOMS   230,000,000 

f M iscellaneous  Sources  .... 

Including  #60,000,000  from  increased  postage   433,215,000 

|Sales  of  Public  Lands    1,800,000 

f  Pa  nam  a  Canal    7,700,000 

Add  for  probable  increase  above  estimate  of  Secretary   220,979,000 

Total  #3,500,000,000 


*For  further  details  see  Congressional  Record,  Wednesday,  September  1 1 ,  1918,  page  1 1073. 
fAs  estimated  in  the  annual  report  of  the  Secretary  of  the  Treasury  for  1917,  page  73. 
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